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MOZAMBIQUE: Key Economic Indicators 


(All figures in million $US Exchange Rate: $1.00 = 
unless otherwise indicated) 30 Mozambique Escudos 


1976 1977 1978 


GNP at market prices 1,600(WB) n,a. 2,000(G) 
GNP per capita $170(WB) n.a. $170(G) 
Population na. n.a. 11,700(G) 


FINANCE (G) 

Money supply 

Currency Notes in Circulation 
Commercial Interest Rate 


Gold and Exchange Reserves 
Foreign Public Debt 


BALANCE OF PAYMENTS (UN) 
Merchandise Trade 


Imports 
Exports 


Balance 
Invisible Items 


Payments 83 
Receipts 216 


Balance +133 


Capital Accounts 


Payments 52 55 n.a. 
Receipts - 5 n.a. 


Balance -52 -50 -20 
Over-all Balance -154 -185 -239 


Port Tonnage Handled 
(thousand metric tons) 11,694 10,333 9,478(G) 


Main imports from US in 1978 (USDOC) (in US$1,000): 


Food grains (5,086); Fertilizers (2,808); Milk and milk products (2,615); 
Equipment (1,124); Spare parts (686); Textiles, Raw Materials, Telecon- 
munications Equipment, Printed Matter and Sundries (1,001); Parts for 
locomotives (714); Donated goods amounted to 1,039, 


SOURCES: National Documentation and Information Center of Mozambique; 
Republic's Bulletin; Report of the Secretary-General, United 
Nations (UN); Mozambique Government Sources (G); World Bank 
Estimates (WB). 
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ECONOMIC TRENDS: AN OVERVIEW 


In 1979, the Mozambican economy continued to suffer from a general malaise, 
although there were modest signs of improvement in a few agricultural sectors. 
A significant deficit in the balance of payments was the most direct indication 
of the prevailing economic decline. 


Improvement in agricultural production remained the principal development 
priority. Progress, however, was hampered by persisting problems in trans- 
portation, commercialization, storage and scarcity of raw materials, spare 
parts, and other needed inputs. 


Despite its disappointing economic performance, Mozambique continued and 
intensified its strategy of socialist development. During 1978-79, Govern- 
ment policy has been highlighted by further centralization of economic activ- 
ities, administrative reforms, and bureaucratic reorganization. None of these 
measures, it appears, was taken with the aim of restricting Western access to 
the Mozambican economy. In fact, there were indications that the Government 
desires expanded economic and commercial relations with the West. 


A peaceful settlement in Zimbabwe-Rhodesia will have salutary effects on 
Mozambique's economic situation, particularly in the service sectors. 


BALANCE OF PAYMENTS 


The balance of payments situation continues to be critical. The 1978 trade 
deficit was estimated at $352 million. “A $133 million surplus in invisible 
earnings partially offset this, but a deficit of $219 million remains. 


Deficits are predictable for the foreseeable future. The latest UN Report 
projects a $419 million trade deficit for 1979. Earnings from invisibles, 
medium and long-term credit on purchases of capital equipment, and international 
assistance will cover $231 million of this deficit leaving an unfinanced balance 
of $188 million. In the absence of additional international assistance, imports 
will necessarily have to be curbed, causing further adverse repercussions on the 
country's development programs and plans. Mozambique is not a member of the 
International Monetary Fund (IMF). 


Fundamental causes of the unfavorable balance of payments situation are: 

(1) a low level of agricultural and raw material exports; (2) reduced earnings 
from the service sector, especially decreased labor remittances and losses 

from the transit trade; (3) a growing dependence on the importation of food, 
raw materials, capital goods and equipment; and (4) significant capital out- 
flows through transfer facilities granted expatriate workers in Mozambique. 
Less systemic but nonetheless contributory causes are: (a) the effects of a 
series of natural disasters, including a major cyclone, floods, and a drought; 
(b) serious damages and dislocations resulting from military reprisals from 
Zimbabwe-Rhodesia. 
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According to UN estimates, Mozambique's foreign debt totalled $244 million at 
the end of 1978. Approximately $123 million of this total was represented 
by loans from national governments and international institutions. 


Despite its compelling needs, the Government continues to be cautious in its 
approach to purchases involving long-term financing, but it is actively 
seeking sources of supply offering favorable terms of credit. 


To date, Mozambique has met the credit obligations which it has incurred since 
independence. 


BUDGET 


In 1978, it was estimated that the Government budget would show an accumulated 
deficit in the range of $78 to $86 million. According to data supplied by 
the Ministry of Finance to the United Nations, however, the actual accumulated 
deficit for 1978 was $69 million, $9 million less than was predicted by this 
report and $17 million less than projected by the UN. The deficit was less 
than anticipated as a result of stricter expenditure controls and the intro- 
duction of a major progressive reform of the tax system. However, not even 
Government sources are optimistic that this performance can be repeated in 
1979. A current deficit of $72.6 million is projected for 1979, a figure 
which would increase the overall accumulated deficit to $141.6 million. 


A conventional appraisal of Mozambique's public debt is deceptive. because the 
Central Bank finances deficits incurred by nominally self-financing organiza- 
tions -- railways and ports, airlines, and the telecommunications system -- as 
well as losses of the major state enterprises. Therefore, the public sector 
debt may be larger that it appears. Published figures for 1978, for example, 
confirmed that the combined state and parastatal debt exceeded $305 million. 
Although combined accumulated deficit levels for 1979 are not yet available, it 
is certain that this accelerating trend in deficit financing will continue, 

with consequent upward pressures on price levels, the balance of payments deficit, 
and the general level of consumer expectations. 


Mozambique's budget priorities reflect the government's ideological perspectives 
and its geo-political/military preoccupations. Thus, from an estimated combined 
budget of $468.6 million in 1979, approximately 26.8% will be allocated to the 
social sectors, notably education and health; 26.1% will be devoted to defense 
and security; and 19.8% will be extended to the economic sectors. Other 
branches of Government, such as transportation, housing, communications and 
public works will absorb 16.2%, and public debt servicing, social security, local 
and provincial budgets the remaining 11.12. 
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A target of $460 million has been set for the 1978/79 national investment 
program. Development priorities have been clearly delineated: the trans- 
portation and communications sectors will receive an estimated $192.5 million; 
the agriculture sector, $38.9 million; and a major campaign to improve the 
supply and quality of water, including irrigation schemes, $68.5 million. 


TRADE 


Trade statistics remain impossible to verify. There is no uniformity among 
the external sources reporting Mozambique's trade flows and statistics published 
by various governmental sources differ substantially among themselves. 


The August 1979 UN Report estimates the value of 1978 Mozambique exports at 
$176.2 million. Cashew nuts, seafoods, cotton, and tea were the primary 
products exported, earning an estimated $47.5 million, $17.6 million, $14.4 
million, and $13.4 million respectively. The remaining $83.3 million was 
represented primarily by exports of sugar, copra, sisal, cement, coal, refined 
petroleum products, and timber. 


The value of 1978 imports is estimated at $528 million. Primary items imported 
were food grains ($51.8 million), petroleum ($96.7 million), iron and steel 
($33.0 million), equipment ($116.2 million), textiles ($49.5 million) ,spare 


parts ($18.8 million), milk and milk products ($15.2 million). These products 
constituted $381 million of the overall import total. 


In 1978-79, new state enterprises were created in order to centralize the 
purchase and distribution of all Mozambican imports and exports. This refine- 
ment of the state apparatus, however, has not remedied the acute shortages of 
essential consumer and capital goods prevalent throughout the society. 


Western countries continued to supply a substantial proportion of Mozambique's 
imports and purchased over 80% of its exports. The United States remained 

the largest purchaser of Mozambique's commodities, buying nearly all of its 
cashews and sugar. In 1978, the United States purchased $39 million of Mozam- 
bique's exports, more than 22% of the country's total export earnings. Other 
major buyers of Mozambique exports were Portugal, the U.K., South Africa, 
Holland and Japan. 


South Africa remained Mozambique's principal supplier, apparently increasing 
its share of the import market beyond the 20% estimated in previous years. 
The U.S. share of Mozambique imports remained constant at about 4%, although 
there was a 53.8% increase in the dollar value of sales in 1978 to $ 20 
million. West Germany, Portugal, and Iraq were other major exporters to Mo- 
zambique in 1978. 


Commerce with Eastern bloc countries increased substantially in 1978/79, but 
still accounted for probably not more than 20% of Mozambique's trade. Trade 
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with East Germany appears to have been a significant impetus behind the increase, 
following its extension of major lines of credit and financing facilities for 
such items as trucks and heavy equipment. 


INVESTMENT 


Decree Law 18/77 of April, 1977, the centerpiece of Mozambique's investment 
policy, guarantees investors the rights of profit repatriation and protection 
from nationalization and outlines the terms of foreign participation. 

Joint ventures are preferred, and possession of or access to financing is a 
prime consideration. 


In 1979, the Government continued its efforts to attract and reassure Western 
investors. A Chamber of Commerce is being formed to facilitate commercial 
relations. The Government is also organizing a major investment conference 
in February, 1980, designed to acquaint and interest potential U.S. and 
international investors in Mozambique's investment opportunities. While the 
desire for foreign investment is genuine and reaches the highest levels of 
Government, Mozambique, until now, has remained poorly organized to attract 
potential investors and facilitate their travel and consideration. 


General Tire has a 3.5% capital share and technical assistance agreement in 

a tire factory which began full operation in early 1979. This plant, capitalized 
at $32.5 million, is the only major industrial facility constructed since inde- 
pendence, and the only U.S. direct investment. In 1979, the factory produced 

an average 470 tires per day, expanded both its rate and lines of production, 

and has been praised by Mozambican authorities as a good example of foreign 
participation in the country's economic development. 


AGRICULTURE 


Agriculture is the Government's paramount development priority. In 1978/79, 
some improvements were noted in the production and commercialization of several 
agricultural products, notably corn, rice, cotton, tea, and citrus fruits. 
Agricultural production,nevertheless, continues to be plagued by a number of 
systemic bottlenecks, including a lack of agricultural inputs, such as seeds 
and fertilizers, problems of storage, transportation, and marketing. 


Most agricultural activities remain in the subsistence sector of the economy. 
However, the State sector now controls about 325,000 acres (130,000 hectares) 
of agricultural lands, much of which produces staple crops for the domestic 
market. Communal villages and agricultural cooperatives also emphasize pro- 
duction for home consumption. Despite the Government's emphasis on food 
production, Mozambique continues to rely heavily on food imports to meet the 
needs of its population. Import requirements, mainly corn, wheat, and rice, 
are estimated at 335,000 tons for 1980. 
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The trend in the agricultural export sector is toward the organization of 
large-scale holdings under the direction of the State. Secretaries of 
State for Cashews and Cotton were appointed in 1979 with a view toward 
enhancing the production, harvesting, and marketing of these two important 
export products. A Secretary of State for the Development of the Limpopo 
and Incomati Region was also named. This region, located near Maputo, is 
one of the most fertile in Mozambique and a major program is being planned 
for its development. 


The Mozambique-Nordic Agricultural Program (MONAP) continues to finance much 
of the agricultural investment in Mozambique. Foreign experts from Eastern 
and Western Europe, China, Cuba, and Brazil are providing advice and expertise 
in the State farm sector. 


RESOURCES AND ENERGY 


The State asserted itself forcefully in the mining sector in 1979. Not only 
were all private mining enterprises brought under national control, but also, 
by Ministerial Decree (92/79, August 29, 1979), all prospecting and mining 
rights acquired prior to August, 1979, were effectively cancelled. By these 
actions, the Government has assumed the dominant role in the future exploration 
for and exploitation of Mozambique's potential mineral wealth. 


East German, Russian, Western and UN experts have been enlisted in the 
country's effort to uncover the extent of its true mineral wealth. Deposits 
of tantalite, microlite, columbo-tantalite, beryl, bismuth, lepidolite, iron 
ore, uranium ores, precious stones, gold, bauxite and asbestos are known to 
exist. 


Presently, coal extraction is the only mining activity of significant economic 
importance. The Moatize mine (Tete Province) produced 309,728 metric tons 

of coal in 1977, an estimated 118,000 metric tons in 1978, and a projected 
210,000 metric tons in 1979. About half of the annual output is exported 
(buyers include the German Democratic Republic, Romania, North Korea, Japan, 
and Malawi). Knowledgeable sources have speculated that, using open-pit 
mining,the Moatize complex could produce between 2-3 million tons of coal 

per annum. 


Mozambique is also thought to have offshore oil and gas reserves, although 
their extent and commercial viability are unknown. Sizable onshore natural 
gas reserves have been proven in northern Inhambane Province. A Secretary of 
State for Coal and Hydrocarbons was appointed in 1979, signaling the Govern- 
ment's determination to intensify and rationalize its search for petroleum 
reserves. 


Iraq is Mozambique's major supplier of unrefined crude oil. |PETROMOC, the 
country's only oil refinery, registered in 1978 its highest production since 
independence - 623,000 metric tons. This was up from a reported 430,000 
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metric tons in 1977. This output met all of Mozambique's domestic needs and 
the surplus was exported to neighboring countries, mainly South Africa. 


The Cabora Bassa Hydroelectric Project began full commercial operations in 
June, 1979. The station can currently generate up to 1,730 megawatts. 
Total output is sold to South Africa. Mozambique reportedly earns more 
than $36 million from the sale of power from Cabora Bassa, although few 
direct benefits are presently realized since all proceeds are used to repay 
the consortium which constructed the project. 


The Government is considering a program to expand the power generated by 
Cabora Bassa by installing additional turbines. This would involve important 
new programs of electrification, irrigation, and the establishment of energy- 
intensive industries in central Mozambique. Projects are also underway for 
the construction of new hydroelectric schemes at Mapai and Massingir dams 
which together will produce over 500 million kw/H per year. 


Mozambique's fishery resources are extensive, and this sector is showing 
positive signs of development. Joint ventures, one with Japan and the other 
with the Soviet Union, are producing both for the domestic and international 
markets. Fisheries are an important source of foreign exchange and one in 
which, it appears, American participation would be encouraged. A new 
Secretary of State for Fisheries was named in 1979, underlining the continuing 
importance which the Government attaches to development in this sector. 


Major efforts are also being exerted to increase the production of timber and 
lumber, with a view toward improved exports. Scandinavian experts are as- 
sisting Mozambique in this field. 


TRANSPORTATION 


In many respects, Mozambique's transportation system is the most important 
factor in its overall economic development. Earnings from transit trade 
services have always been the great equalizer in an otherwise unfavorable 
balance of payments; agricultural development, commercialization, marketing, 
and the movement of food and goods from surplus to deficit areas of the country 
are intimately tied to the adequacy of the transportation system. Moreover, 
Mozambique's neighbors have a major stake in the effectiveness of its system 

of transport. 


Mozambique made major investments in the transportation sector in 1978/79. 
Purchase of trucks, buses, rail locomotives and wagons were part of a major 
effort to maintain and improve the domestic and transit trade. Further 
improvements and purchases are being contemplated, especially to upgrade 
handling facilities and enhance productivity on the main rail links and at 

the major ports of Maputo, Beira, and Nacala. Total tonnage handled at these 
ports in 1978 was estimated at about 9,300,000 tons, a decline of 10.2% from 
1977. The transit trade probably earned Mozambique about $50 million in 1978. 
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South Africa, Swaziland and Malawi continue to use Mozambique's rails and 
harbors for exports and imports, and it is reported that South Africa may 
significantly increase its tonnage through the port of Maputo by 1985. 


The existing road system shows some signs of deterioration and disrepair, but 
new roads are being completed in central and northern Mozambique. The lack 

of adequate transport vehicles and spare parts remains a serious problem. 

The state airline also faces major difficulties. Cargo planes for internal 
transport are urgently needed. Passenger planes in the existing small fleet are 
sometimes grounded for lack of spare parts. 


THE RHODESIAN CONNECTION 


Mozambique lifted economic sanctions against Rhodesia on December 24, 1979. 
In response to the UN Security Council resolution, Mozambique had imposed a 
comprehensive embargo against Rhodesia in March 1976. The United Nations 
estimates that sanctions cost Mozambique over $100 million annually during 
the last four years, and President Machel put the figures at $550 million for 
sanctions plus $50 million in direct war damage as a result of Rhodesian 
attacks. 


The Mozambique Government is taking action to reopen its roads and rail links 
to Rhodesia, and is studying what needs to be done at the ports of Beira and 
Maputo to handle the transit traffic Rhodesia will generate. New locomotives 
and rolling stock will be needed by the railway, and the tracks and signaling 
system must be upgraded. The cumulative requirements of these restorations 
represents significant commercial opportunities for the 1980s. 


A stable and independent Zimbabwe (the post-independence name for Rhodesia) 
should provide a major boost to Mozambique's economy. Sanctions cost Mozam- 
bique between $63 million and $85 million annually in revenues lost from 
transport and services. Agricultural production can be resumed in areas near 
the Zimbabwe border which Mozambicans had abandoned because of insecurity. 
The repatriation of Zimbabwe refugees will free Mozambican manpower and re- 
sources for more productive tasks. Lifting sanctions should enable some of 
the 80,000 Mozambicans working in Zimbabwe to resume remittances to relatives 
in Mozambique. A friendly Zimbabwe will enable Mozambique to reduce its 
defense budget, and a productive Zimbabwe could supply agricultural and 
industrial products to Mozambique at competitive prices. 


IMPLICATIONS FOR THE UNITED STATES 


Mozambique is intensifying its efforts to attract American trade and investment. 
Although the ideology of Marxism-Leninism has not subsided, Mozambique is 
developing an objective and pragmatic attitude towards its future economic 
development. There appears to be a realization that in order to overcome its 
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presently severe economic difficulties, to escape its time-worn colonial 
economic patterns, and, most of all, to achieve the fundamental restructuring 
of society which it envisions, it is in Mozambique's interest to expand and 
cultivate new economic and commercial relationships with all nations. 

This new posture is emerging in a climate of prospective stability on Mozam- 
bique's borders, a development which may enhance not only its own prospects 
for national economic progress, but also the prospects for American traders 
and investors who wish to profit from and contribute to Mozambique's economic 
revival. 


Best export opportunities for American firms in 1980 should be locomotives 
and heavy equipment, aircraft, grains, port handling and communication 
equipment, medical and scientific supplies, chemicals and agricultural equip- 
ment. Best opportunities for investment should be in oil and mineral ex- 
ploration and development, fisheries, large-scale agriculture for exports 
markets, and perhaps hydroelectric expansion and development. 


For the short and medium terms, the problems of doing business in Mozambique 
remain: tight import and foreign currency restrictions which delay payments 
abroad; delays in authorizing foreign exchange; red tape and bureaucracy; 
delays and difficulties in obtaining visas; a chronic shortage of trained 
government, management, and technical personnel; and the lack of concrete 
economic data and statistics. The Government, however, is making a serious 
effort to overcome these difficulties as a further inducement to involve 
foreign participants in Mozambique's economic development. 
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